State of Mi ne

Public Utilities Conmm ssion

Northern Utilities, Inc. ) Docket No. 97-
393

Stipul ati on

This Stipulation is presented to the Comm ssion by
Northern Utilities Inc. and the Ofice of the Public Advocate
(“Parties to the Stipulation” or “Parties”) with the intent of
resol ving the above referenced proceeding in a manner that is
acceptable to all Parties to the Stipulation and with the
expectation that the Parties and the Conmm ssion w il
experience adm nistrative cost savings by reduced litigation
inthis mtter.

Article | - Introduction

1.1 On April 15, 1998, Northern Utilities, Inc.
(“Northern”) filed for approval of the Comm ssion revised
Tariff Pages 1 through 88 (except for Pages 3, 7, 20, 27, 28
and 29). The tariffs were supported by the pre-filed direct
testimony of Joseph A. Ferro, Director of Pricing Services for
Nort hern, Paula A. Strauss, Senior Rate Analyst for Northern,
and James L. Harrison, Vice President and Principal wth

Managenment Applications Consulting, Inc., a consulting firm



retained by Northern to produce Margi nal and Accounting Cost
of Service Studies. The revised tariffs were designed to:

1) Re-desi gn Northern’s rate classes and base (al so
known as transportation) rates to reflect the
mar gi nal cost of serving custoners at vari ous usage
| evel s and patterns;

2) I ncrease rates to residential custonmer classes, to
mai ntain rates to certain commercial and industri al
(“C&l ") custonmer classes and to decrease to certain
ot her C& custonmers classes. These rate changes
wer e designed to produce no additional revenues in
total to Northern. These rate changes were to be
i npl emented through five steps, over a nine year
peri od.

3) Move all gas costs and certain other costs
associated with providing gas supply service from
base rates to Northern’s Cost of Gas Adj ustnent
(“CGA”) Cl ause;

4) Re-desi gn Northern’s CGA so that different custoner
cl asses woul d be charged different CGA rates, and so
that CGA rates would reflect usage patterns;

5) Offer transportation service to all Northern s Cé&l
cust oners.

1.2 On Novenber 23, 1998, Northern filed Suppl ement al
Testi nony wherein, as an alternate to the five step/nine year

rate plan, Northern proposed a two step/four year rate plan.

1.3 The follow ng parties intervened in the proceeding:
the Ofice of the Public Advocate (“OPA”), ALLENERGY
Mar keti ng, Central Maine Power Conpany, Distrigas of

Massachusetts Corporation, Enron Corporation, Robert Hains,



Maritimes and Northeast Pipeline, L.L.C., Portland Natural Gas

Transm ssi on System

1.4 Prior to Northern's filing, the Conmm ssion held
several duly noticed technical conferences at its offices on
rate and service unbundling issues. Subsequent to Northern's
filing, the Conm ssion held several duly noticed technical
sessions on Northern' s proposal and on the testinony of

| ntervenors.

1.5 On Septenber 16, 1998 the OPA filed the Direct
testimony of Richard Hornby, Vice President and Director of
Tellus Institute. M. Hornby filed Sur-Rebuttal Testinony on

Decenber 22, 1998.

1.6 On Decenber 22, 1998, the Advisory Staff of the
Commi ssion filed the Analysis of Jatinder Kumar, of Economc &
Technical Consultant’s Inc. (“Bench Analysis”). On February

25, 1999, M. Kumar subm tted Suppl enental Bench Anal ysis.

1.7 After the subm ssion of all testinony and Bench

Anal yses, the Conm ssion Staff conducted several duly noticed
techni cal sessions wherein the Parties to the Stipulation

di scussed possible Stipulation of the issues in this

Proceeding. This Stipulation resulted fromthat process. The



Staff, while not a party to the Stipulation, participated
actively in the discussions to assist the Parties in their
efforts to reach a Stipulation that the Staff would support

before the Conmm ssi on.

Article 2 - Revised Tariffs

2.1 Based on the foregoing, the Parties to the
Stipulation agree that Northern's revised tariffs Nos. 1

t hrough 88 shoul d be approved effective November 1, 1999.

These tariffs are attached to this Stipulation as Appendi x A.
These tariffs contain the follow ng significant provisions:

A. Resi denti al Custonmer Tariffs

1) Resi dential custonmers will be billed under the
following transportation rate schedul es:

Heating Custoners (billed nonthly)

Cust omer Charge: $4. 96
First 40 ccf: $0. 4026
Excess ccf $0. 2278

Non- Heating Custoners (billed bi-nonthly)

Cust onmer Char ge: $9. 92
First 80 ccf: $0. 4026
Excess ccf $0. 2278

These rates, are designed to produce an increase of
7.0%in total (transportation and cost of gas)
revenues as conpared to current rates.

2) Al'l residential custoners will pay the same CGF
("Cost of Gas Factor") rate.

3) Resi denti al non-heat custoners will be billed on a
bi - mont hly basi s.



4)

Detail ed Residential Bill Inpact Analyses are
provi ded as Appendix B to this Stipulation.

Commerci al and | ndustrial Custoner Tariffs

1)

2)

3)

4)

Six C& rate classes are established. The structure
of these rate classes and the rates are set forth on
Appendix Cto this Stipulation. |[In general, the
tariffs provided for the follow ng:

The rates to the Low Annual Hi gh Peak Period Use C&l
custoners (Rate G T-40) and the Low Annual, Low Peak
Period Use C& custonmers (Rates G T-50) are designed
to produce approximately the sane total revenues
that the current rates produce for these custoners.

The sanme transportation rates apply to these
cl asses.

The transportation rates are not seasonally
differenti ated.

Different CGF rates apply to these cl asses.

The rates to the Medi um Annual, Hi gh Peak Period Use
C& custoners (Rates G T-41)and the Medi um Annual ,
Low Peak Period Use C& custonmers (Rates G T-51) are
designed to produce 1.79% | ess total revenues than
the current rates produce for these custoners.

The same transportation rates apply to these
cl asses.

The transportation rates are seasonally
di fferenti at ed.
Different CGF rates apply to these cl asses.

The rates to the Hi gh Annual, Low Peak Period Use
custoners (Rates G T-52) are designed to produce
5.76% | ess total revenues than the current rates
produce for these custoners.

The rates to the Hi gh Annual, H gh Peak Period Use
C& custoners (G T-42) are designed to produce



approxi mately the same total revenues that the
current rates produce for these custoners.

Different transportation rates apply to these

classes. The transportation rates are seasonally

differenti ated.

Different CGF rates will apply to these cl asses.
5) Detail ed Commercial and Industrial Bill |npact

Anal yses are provided as Appendix D to this

Sti pul ati on.

C. Rat e Cal cul ati on and Revenue Pr oof

Attached to this Stipulation as Appendi x E is a worksheet
showi ng the cal cul ation of the proposed rates and
denonstrating that the proposed rates, in total, are designed
to collect the same | evel of revenues as Northern's current
rates.

D. Tariff Provisions Muving Costs from Transportation Rates
to CGF Cl ause

The CGF clause included with the tariffs in Appendix A
includes itens that fornerly were included in base rates. The
transportation tariffs reflect the renoval of these itens.
These itens are:

1) Gas Cost Portion of Test Year Bad Debts:

- The CGF cl ause reflects $230, 787 of test year
bad debts related to gas costs.

- I n addition, the CGF clause provides that in
future CGF rate calculations, for effect May 1
and Novenber 1, each year, an anount of gas cost
rel ated bad debts equal to 1.06% nultiplied by
estimted gas costs for the upcom ng six nonths
will be included in the CGF.



2)

3)

Wor Ki

Al so, beginning May 1, 2000, the CGF cl ause will
i nclude an anount needed to reconcile the bad
debt collection to correct for differences
caused by changes in gas costs or sales for the
prior off peak period, for CGF rates effective
each May 1. For CGF rates effective each
Novenber 1, the CGF clause will reflect an
amount needed to correct for differences caused
by changes in gas costs or sales for the prior
peak period. There will be no reconciliation to
correct for differences between actual bad debts
and |.06% of gas costs.

ng Capital on Gas Costs:

The CGF cl ause reflects $95,621 of test year
Wor ki ng Capital on Gas Costs.

In addition, the CGF cl ause provides that in
future CGF rate calcul ations, for effect May 1
and Novenber 1 each year, an anount of worKking
capital on gas costs equal to 0.00441 nmultiplied
by estimted gas costs for the upcom ng siXx
nmonths will be included.

Al so, beginning May 1, 2000, the CG- rate w ||l
refl ect an amount needed to reconcile the
wor ki ng capital collection to correct for

di fferences caused by changes in gas costs or
sales for the prior off peak period, for CGF
rates effective each May 1. For CGF rates
effective each Novenber 1, the CG- rate w ||l
reflect an anount needed to reconcile the
wor ki ng capital collection to correct for

di fferences caused by changes in gas costs or
sales for the prior peak period. Thus, actual
col l ection of working capital allowance

associ ated with seasonal gas costs wll be
reconciled to actual gas costs for the
respective seasons, nultiplied by 0.00441.
There will be no reconciliation to correct for
di fferences between actual working capital and
gas costs nmultiplied by 0.00441.

Adm ni strati ve Costs Associated with Gas Costs:




- The CGF cl ause reflects $675,566 of test year
Adm ni strative Costs associated with gas supply
pl anni ng and operations.

- This figure will be fixed until Northern’s next
base rate or rate redesign change. The
al l ocation of these costs anobng rate cl asses
will be consistent with the allocation of demand
costs in the then current CGF filing.

4) Local Production Capacity Costs:

- The CGF cl ause reflects $480, 642 of test year
Local Production (LNG and LP) Capacity Costs.

- This figure will be fixed until Northern’s next
base rate or rate redesign change. The
al l ocation of these costs anobng rate cl asses

will be consistent with the allocation of LNG
and LP resources in the then current CGF filing.
E. Ot her Significant Transportation Tariff Provisions

The Tariffs included in Appendi x A contain several
changes to Northern’s existing transportation tariffs,
i ncludi ng maki ng transportation service available to all C&l
custonmers. The Parties acknow edge that these changes are
proposed at a tinme when the Comm ssion has indicated its
intent to open a generic investigation into transportation
service which may affect the transportation tariff provisions
proposed in this Stipulation.

The follow ng significant transportation rel ated
provisions are included in the Tariffs in Appendi x A.

1) Tariff Page 30.6A provides for Demand Delivery

Service (“DDS”) for Northern’s transportation



2)

3)

custonmers to allow custoners to expand the daily
i nbal ance tol erance bandwi dth. The revenues
collected for this service will be credited to sal es

custoners through the CGF cl ause.

Tariff Page 26 provides for Firm Standby Gas Supply
Service service to allow Northern’s transportation
custonmers to purchase back-up gas supply service.
The revenues collected for this service will be

credited to sal es custoners through the CGF cl ause.

Tariff Page 30.6 provides for Daily | nbal ance
charges to Northern's transportation custonmers. No
charge will be assessed for inbalances within the
foll owi ng tol erances:

O f - Peak - 15% of Customer's Actual Daily

Transportation Quantity

Peak - 10% of Customer's Actual Daily
Transportation Quantity

| nbal ances outside the tol erance bandwidth will be

charged at the follow ng rates:

O f - Peak - 10% of the New England City Gate
| ndex

Peak - 50% of the New England City Gate
| ndex



The revenues collected for this service will be
credited to sal es custoners through the CGF cl ause.

Article Ill - Low Incone Di scount

3.1 As part of this Stipulation, Northern agreed to, and
di d, support |egislation before the Maine Legislature designed
to grant the Conmm ssion specific authority to allow a di scount
rate for lowincone residential customers. Said |egislation
has not been adopt ed.

3.2 In the event that the Maine Legislature grants the
Conmmi ssion specific authority to authorize a | ow incone

di scount, Northern agrees that no later than at the time of
its next base rate case or rate redesign case, Northern wll
propose a |l ow incone discount rate for residential custoners.

Article IV - Mscell aneous Provi sions

4.1 The entry of an order by the Conm ssion pursuant to
this Stipulation shall not constitute a determ nation by the
Comm ssion as to the nmerits of any allegations or contentions
made in this proceeding. However, approval of the Stipul ation
i ndi cates that the Comm ssion believes that the terms of the

Sti pul ati on, when taken as a whole, are reasonable.

4.2 This Stipulation is expressly conditioned upon the
Comm ssi on’ s acceptance, on or before June 1, 1999, of al

provi sions herein, wthout change or condition, with the

10



exception of Article Ill regarding Northern' s agreenent to

file for approval of a |low incone discount. The Conm ssion

may sever Article Il fromthis Stipulation without affecting
the remaining terns. |If this Stipulation is not accepted
(with or without Article Il11) it shall be deened w thdrawn and

shall not constitute any part of the record in this proceeding

or be used for any other purpose.

4.3 The di scussi ons which have produced the Stipulation
have been conducted with the understanding that all offers of
settl enment and di scussions relating hereto are and shall be
privileged, shall be without prejudice to the position of any
party or participant presenting such offer or participating in
any such discussion, and are not to be used in any manner in
connection with these or other proceedings involving any one
or

nore of the parties to this Stipulation, or otherw se.

Article V - Concl usion

Wherefore, Northern Uilities Inc. and the O fice of
t he Public Advocate respectfully request that the Conm ssion

approve of this Stipulation on or before June 1, 1999.

Respectfully subm tted,

11



NORTHERN UTI LI TI ES,
ADVOCATE
By its attorney

I NC.

Paul B. Dexter

LEBoeuwr, LavB, GrEENe & MacRag, LLP
Advocat e

260 Franklin Street

Boston, MA 02110-3173

Tel: (617) 439-9500

Fax: (617) 439-0341

Dated: My 5, 1999

BS2 62943

12

OFFI CE OF THE PUBLI C

Wayne Jort ner
Office of the Public

St ate House Station #18
242 State Street
Augusta, ME 04333



